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Dollars, Pounds, and European Recovery 


The current British “dollar crisis” has caused 
many persons to wonder whether the European Re- 
covery Program is really succeeding. Isn't this the 
kind of difficulty, they ask, which E.R.P. is supposed 
to correct? 

The present British dilemma is an example of the 
long-term recovery problems which must be solved 
if Europe is to pay her own way once again in the 
world market. (See Trenps of June 27.) Rather than 
showing ERP. to be a failure, however, these prob- 
lems indicate that recovery is passing from the first 
stage—meeting the immediate needs of war-time 
destruction—to the next stage—making basic ad- 
justments required by the changed economic situ- 
ation of the postwar world. 


Intra-European Trade 


One clear sign of Britain’s difficulties came in June 
when a new plan for financing intra-European trade 
was being negotiated. Since E.R-P. looks to a grow- 
ing economic integration of the participating coun- 
tries, it is essential that they buy more from one an- 
other rather than relying so heavily on the Western 
Hemisphere. 

Last fall a plan was worked out to use part of the 
ERP. funds for this purpose. Dollars were made 
available to a “creditor” country, with goods to sell, 
on condition that it make an equivalent amount of 
its own currency available to a “debtor” participating 
country, which wanted to buy from it but lacked the 
proper currency. 

While negotiating for the new plan, the Economic 
Cooperation Administration has pressed for certain 
changes to make European trade more competitive, 
thus bringing prices down and increasing productive 
efficiency. U. S. officials urged that the dollar credits 
be transferable from country to country, so that a 
“debtor” could buy goods wherever they were cheap- 
est. Britain objected, saying that she could not afford 
to lose dollars to another nation, such as Belgium, 
which might be able to undersell her. Finally a com- 
promise was agreed upon that 25°, of such credits 
would be transferable. 


Britain’s Balance of Payments 


The announcement of the serious decline in 
Britain’s dollar reserves showed the scope of the 
problem now facing her. With the gradual shift 
from a buyer's to a seller's market throughout the 
world, Britain’s economic position has deteriorated. 
As the price of U. S. goods has dropped, British 
goods have not found ready purchasers, and exports 
(particularly to the United States and Canada) have 
dropped sharply since early 1949. At the same time, 
the prices of many of the basic raw materials sold 
from the sterling area (such as rubber, wool, cocoa) 
have also dropped, so that carnings are lower. In 
addition, Britain, as the banker for the sterling area, 
has a constant demand from other countries to 
change pounds for dollars. 

As a result, the dollar reserves which back the 
pound sterling are, in the view of the British govern- 
ment, at a dangerous low. Emergency measures are 
being taken to conserve them—first a temporary 
halt on dollar purchases, then a 25% cut in the 
dollar goods to be bought next year by Britain, and 
probably also by the other members of the British 
Commonwealth in the sterling area. 


Reasons for British Dilemma 


The reasons for Britain’s balance-of-payment dif- 
ficulties go back to fundamental problems of her 
economy. She must solve the question of how she is 
to pay her own way without the substantial overseas 
investments spent and lost during the war. Then too, 
changes are required in British industry to step up 
productive efficiency if British goods are to compete 
in the world market. Modernization, needed before 
the war, is long overdue. The British government is 
planning a new export drive, as well as ways of in- 
creasing and improving production and marketing 
methods. 

Some suggest that since British prices are too high 
the pound should be devalued, but so far the British 
government has insisted that this would not be a 
solution. While it would increase British sales 
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The Housing Act of 1949 


Many years of effort by many hundreds of persons, 
inside Congress and out, culminated on July 15 in 
the signing by the President of Public Law 171, the 
Housing Act of 1949. 

Citizens will now turn their attention to problems 
of administration, and state and local responsibilities. 
It becomes important that the general provisions 
of the law, as passed, be widely understood. 


Slum Clearance and Community Development 


Title I authorizes the Housing and Home Finance 
Administrator to make loans and grants to com- 
munities for locally initiated and locally managed 
slum clearance and urban redevelopment projects. 
For this purpose the Act authorizes $1 billion in 
loans and $500 million in grants over a five-year 
period. Localities must meet one-third of the net 
cost of the project. 

The Federal funds are available to assist in clear- 
ing the sites for redevelopment. As a condition to 
Federal aid the local community must have a fea- 
sible plan for the temporary housing of the families 
displaced by the undertaking, and provision must 
be made for decent permanent housing at prices the 
families can afford. 


Low-Rent Public Housing 


Title Il, which was the most controversial in the 
bill’s long legislative history, authorizes Federal con- 
tributions and loans for up to 810,000 units of low- 
rent public housing over a six-year period. Annual 
Federal contributions may not exceed the amount 
necessary to make up the difference between the 
annual costs of the projects and the rents which low- 
income families can afford. The total Federal con- 
tribution for this part of the program cannot exceed 
$308 million per year. 

The Act has special safeguards to make sure that 
the public housing units will be occupied by low- 
income families. Income limitations are to be set by 
the local housing authorities, but they may not ex- 
ceed five times the rent. 


Other Provisions 


Title IV of the Act authorizes technical research 
to promote reduction in housing costs, increased pro- 


duction, use of new materials and techniques, im- 
proved building codes and related studies to develop 
a healthier construction industry. 

Under the farm housing Title, the Secretary of 
Agriculture is authorized to extend loans and sub- 
sidies (not to exceed $5 million annually after the 
third year) to farm owners for the construction, im- 
provement or repair of farm housing or other farm 
buildings. 

Other Titles of the Act provide for a census of 
housing every ten years (to begin in 1950), tempo- 
rary extension of FHA’s insurance operations, and 
participation by the District of Columbia in the slum 
clearance and low-rent housing benefits. 

The authority for a large and beneficial program 
has now been granted. The task of carrying it out 
wisely and efficiently lies ahead. 
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abroad, it would also raise the price to Britain of 
what she buys overseas. 


World Trade and U. S. Policies 


The British problem is closely connected with the 
pattern of world trade today and with future U. S. 
policies. Since the recovery of Britain and other 
E.R.P. countries depends in large part on their sales 
of goods to the United States, any indication of a 
return to protection on the part of the U. S. will have 
serious repercussions in Europe. 

The Reciprocal Trade Agreements Act, which ex- 
pired June 30, has not yet been renewed by Congress. 
It is quite likely that the “peril point” procedure, 
which weakens the program, may be reinserted 
(see Trenps of March 7, March 21, April 4). Un- 
employment in the United States will be used by 
opponents of the Act to make its renewal more diffi- 
cult. 

The International Trade Organization remains 
another vital piece of unfinished business. While a 
joint resolution authorizing U. S. membership has 
been sent to Congress, the Administration has not 
pushed it, and there is little chance of action before 
next year. Here too the rest of the world is waiting 
to see what the United States will do. 
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* CURRENT LEGISLATION * 


North Atlantic Pact (Executive L*): Passed Senate July 
21 by vote of 82 to 13. Congressional Record, page 10114. 


Reciprocal Trade Agreements Act (H. R. 1211*): Still 
scheduled for Senate floor action before the recess. Some 
danger of amendment to insert peril point procedure. 


Displaced Persons (H. R. 4567*, S. 311*): No action 
by the Senate Subcommittee (McCarran, D., Nev., Chm.). 


Repeal of Margarine Taxes and Fees (H. R. 2023*): 
Although passed by the House and favorably reported by 
the Senate Finance Committee, this bill is still not scheduled 
for the Senate floor. 


European Recovery Program*: Senate vote on the appro- 
priation for the Economic Cooperation Administration is 
expected to follow shortly after the Atlantic Pact. As re- 
ported by the Senate Appropriations Committee, the funds 
would be cut 10% and $1.5 billion would be committed to 
purchase U. S. farm commodities, 


Federal Aid to Education (S. 246* and H. R. 4643): 
No change from the situation as reported in the article in 
Trenps of July 11, 1949. 


D. C. Home Rule (S. 1527*): Hearings continue before 
the Judiciary Subcommittee of the House D, C. Committee. 


* Indicates League support. 
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